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Every week an estimated 2,175,000 customers do their food shopping in 
Fisher's stores in the Midwest and California. The Company's aim is for each 
of these customers to be satisfied and, like the family group on the covers 
of this report, to find pleasure in the necessary task of shopping for food 
and in preparing and serving it at home. 

Working to this end, Fisher Foods has grown into one of the country's 
large food retailing chains. Sales over the past ten years have increased from 
approximately $250,000,000 in 1967 to over $1,400,000,000 in 1976. There are 
presently 197 retail food stores in the Fisher chain. They are located in the 
metropolitan areas of Cleveland, Ohio, Chicago, Illinois, and Los Angeles, Cali¬ 
fornia, and in southern Ohio and northern Kentucky. Fisher Foods also operates 
eight junior discount department stores in the area of Pittsburgh, Pennsylvania. 
In addition, Fisher Foods owns and operates an ice cream plant in Cleveland, 
bakeries in Columbus and Cincinnati, Ohio, a dairy in Chicago, and 
a gourmet gift basket business in Cleveland. 

Fisher Foods supermarkets and other retail outlets compete with national, 
regional and local chain stores and with local independent retailers in each of 
the Company's markets. Details on operations in these markets are included 
in this report as data additional to the financial statements and management's 
commentary. 










Highlights of 1976 


Net sales . 

Income before income taxes. 

Income taxes. 

Net income. 

Net income per Common Share . . 

Working capital. 

Property, plant and equipment (net) . . 

Long-term debt. 

Shareholders' equity. 

Shareholders' equity per Common Share 
Dividends per Common Share .... 
Number of Common Shares outstanding 
at end of year. 


1976 

1975 

$1,442,546,000 

$1,383,671,000 

22,632,000 

21,365,000 

9,819,000 

9,113,000 

12,813,000 

12,252,000 

2.04 

1.96 

43,695,000 

47,544,000 

134,294,000 

127,864,000 

89,079,000 

100,168,000 

86,344,000 

76,124,000 

13.88 

12.24 

.40 

.40 

6,221,341 

6,221,241 


Quarterly Results (ooo omitted) 



First Quarter 

Second Quarter 

Third Quarter 

Fourth Quarter 


1976 

1975 

1976 

1975 

1976 

1975 

1976 

1975 

Net sales. 

Net income. 

Per Common Share . 

$322,618 

1,681 

.27 

$306,873 

3,108 

.50 

$333,716 

3,382 

.54 

$317,384 

3,616 

.58 

$434,511 

3,820 

.61 

$413,701 

2,314 

.37 

$351,701 

3,930 

.63 

$345,713 

3,214 

.51 


Note: Data for 1975 have been restated for a pooling of interests , see Note /. 
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To Our Shareholders 


A strong fourth quarter resulted in 
earnings that bettered the prior earn¬ 
ings record set in the third quarter 
of this year. The gain was enough, by 
a narrow margin, to establish a new 
high in total earnings. The $2.04 per 
share earned in 1976 exceeded the 
previous high of $2.02 per share in 
1974 despite this year's very low 
first quarter and depressed operations 
in two regional divisions. 

Sales for 1976, moving up to 
$1,442,546,000, also set a new record 
in volume. It should be noted that 
1976 was a 52-week year, while 1975 
was a 53-week year. 

Results for 1976 were achieved in 
the first year of a program for growth 
characterized in last year's report as 
a program calling for "less dramatic 
expansion and a concentration on 
earnings improvement/ 7 The summary 
on the preceding page tells part of 
the story of the program's first year — 
fewer new stores opened and an 
appreciable increase in pre-tax earn¬ 
ings. Fisher's paid taxes at a higher rate 


in 1976 because, having opened fewer 
stores, the Company had a smaller 
investment credit to offset taxes. 

Let's start with a review of opera¬ 
tions in 1976, then assess results in 
terms of progress on the long-term 
plan for growth. 

Earnings in 1976 improved steadily 
from the low point in the first quar¬ 
ter. At that time Chicago was coming 
out of a price war. Another was 
heating up in Los Angeles. There was 
also heavy pressure on margins in 
both our northern and southern 
Ohio markets. 

The Chicago situation has returned 
to normal. Dominick's ended the year 
in a good position with respect to 
margins and share of market. Fisher's 
operations in the Cleveland market, 
which has escaped prolonged pres¬ 
sures on margins, produced very good 
results, particularly during the last 
three quarters. These two divisions 
accounted for substantially all of the 
year's earnings, which says a great 
deal for the productivity of the man¬ 


agement and store personnel involved. 

We can be equally strong in our 
praise for the efforts by Fisher people 
in the Company's other two principal 
markets, where severe competition 
prevailed throughout 1976. The price 
war in Los Angeles continues, varying 
in intensity month to month. Fisher 
Foods is one of the smaller competitors 
in Los Angeles, but we are determined 
to grow in that market. Four new 
stores were opened in Los Angeles 
during the height of the price war. 
These units have added volume and 
helped absorb overhead, both of 
which are important to our remaining 
competitive. As competitive pressures 
ease, Fisher's believes this expanded 
division will enjoy a market position 
stronger than when the price war 
began. 

The outlook is also more favorable 
for the 23-store Southern Ohio Divi¬ 
sion, even though competitive pressure 
there is still heavy for an operation 
of our size. We have regained the 
support of a top food merchandiser as 



Extended store hours, routine in Dominick's Chicago 
market and many other parts of the country, give cus¬ 
tomers more options in shopping schedules; the stores add 
sales with little extra overhead. Where union rules make 
extended shopping schedules financially impossible, 
as in Cleveland and surrounding Cuyahoga County, 
many customers go to Fisher stores in adjacent areas 
to shop at leisure in the evening. 



Training courses for cashiers — equal parts speed, accuracy 
and courtesy — are one facet of the specialized training 
required for many of the Company's 22,000 employees and 
the management development programs available to many 
others. 
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operating head of the division. Milton 
Kantor, who resigned as a Fisher Foods 
Vice President and Director in 1975, 
has returned to the Company and 
taken charge in Southern Ohio. 

In the Northern Ohio Division, 
Charles W. Fazio, a corporate Vice 
President and Director, has assumed 
direct responsibility for operations 
as President of the division. 

These two executives, with 
Marshall Italiano in Los Angeles and 
Dominick DiMatteo, Jr., in Chicago, 
form a team of experienced senior 
management personally overseeing 
daily operations in each of Fisher 
Foods' regional divisions. 

Also, we have strengthened our 
headquarters operation with the addi¬ 
tion of Robert G. Everett as Executive 
Vice President—Finance and Adminis¬ 
tration. 

Marshall Italiano and Carl Fazio, 
Jr., a vice president of the Cleveland 
Indians baseball club, were elected to 
the Board of Directors during the year. 

In parallel with these comments 
on current operations, we want to 
outline results in 1976 as the first 
year in the new program for growth. 
Key points in that program, as cited 
in last year's report, and results 
to date are as follows: 

• A slower rate of new store 
openings — 

Fisher's opened ten new stores in 
1976 and closed nine, the net gain 
of one bringing the total to 197. 

In contrast, the average annual 
net increase in stores from 1971 
through 1975 was 16. 

• Pay-as-you-go expansion — 

Cash flow in 1976 — earnings plus 
depreciation — increased seven 
percent. This was sufficient to cover 
the new stores without using outside 
funds and all bank borrowings, 
except mortgages, were paid off in an 
$11,000,000 net reduction in long¬ 
term debt. While working capital 
requirements may dictate periodic 



Carl Fazio, 

Chairman of the Board 


John Fazio, 
President 



short-term borrowing in the future, 
all short-term debt was eliminated 
at yearend 1976. 

• Continued emphasis on management 
development — 

A large number of Fisher supervisory 
employees were promoted in 1976, 
moving up in store operations and 
advancing to middle and upper 
management positions; additional 
employees completed management 
training programs. Orientation of 
the new employees who joined the 
Company during the year emphasized 
the opportunity for specialized train¬ 
ing and advancement on merit. 

• Margin improvement and return 
on equity — 

Despite the heavily competitive 
pricing in two of our four major 
market areas, the profit margin in 
1976 was held at .9 percent, equal 
to the 1975 profit margin. The com¬ 
petitive pricing in two divisions also 
affected the return on equity, which 
was 15 percent in 1976 vs. 16 
percent the year before. 

It is also appropriate to note a 
current increase in the quarterly divi¬ 
dend. The rate of $.10 per share in 
1975 and 1976 was increased to $.15 
per share in the first quarter of 1977. 

Given the outside factors that 
influenced 1976, these results in the 
first year of the new program for 


long-term growth make us confident 
we are on the right track. As always, 
it is the customer satisfaction under¬ 
lying results in dollars or any other 
form that really determines how well 
we are doing. Comprehensive surveys 
show that we have built and are 
holding a strong customer following. 
These same surveys, however, show 
that we have work to do in each of 
our markets to make full use of the 
strengths that have attracted these 
customers and to build up other areas 
to the same standard. This requires 
initiative and willingness to try new 
ideas, plus close management attention 
to holding present levels of quality 
and service. 

With this kind of attitude, and 
with Fisher Foods' customer support, 
the demonstrated capability of Fisher's 
people, and tangible progress toward 
our long-range objectives, we are 
moving enthusiastically into 1977. 





Carl Fazio John Fazio 

Chairman of the Board President 


March 16,1977 
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Five-Year Summary of Operations 



1976 

1975 

1974 

1973 

1972 

Net sales. 

$1,442,546,000 

$1,383,671,000 

$1,124,404,000 

$868,758,000 

$650,434,000 

Cost of merchandise sold .... 

1,106,581,000 

1,082,431,000 

878,752,000 

678,792,000 

501,583,000 

Interest expense. 

8,219,000 

8,794,000 

6,155,000 

4,942,000 

4,607,000 

Income taxes. 

9,819,000 

9,113,000 

10,462,000 

7,572,000 

7,078,000 

Net income. 

12,813,000 

12,252,000 

12,581,000 

9,435,000 

8,118,000 

Net income per Common Share: 
Primary. 

2.04 

1.96 

2.02 

1.51 

1.35 

Fully diluted. 

1.81 

1.77 

1.87 

1.45 

1.30 

Dividends per Common Share: 

Cash. 

.40 

.40 

.35 

.225 

.20 

Share dividend. 

—0— 

—0— 

-0- 

4% 

4% 

Working capital. 

43,695,000 

47,544,000 

31,748,000 

30,655,000 

35,445,000 

Property, plant and equipment (net) 

134,294,000 

127,864,000 

116,541,000 

78,283,000 

65,105,000 

Long-term debt. 

89,079,000 

100,168,000 

83,636,000 

58,681,000 

57,130,000 

Shareholders' equity. 

86,344,000 

76,124,000 

66,406,000 

56,110,000 

48,219,000 

Shareholders' equity per 

Common Share. 

13.88 

12.24 

10.77 

9.10 

8.13 

Average number of Common 

Shares outstanding. 

6,221,262 

6,188,199 

6,163,345 

6,163,284 

5,935,375 


Note: Data for 1975 have been restated for a pooling of interests and certain amounts 
have been reclassified to conform with the current year's classifications. 


DIVIDENDS PAID PRICE RANGE OF COMMON SHARES (High-Low) 

1976 1975 1976 1975 


First Quarter. 

. . . $.10 

$.10 


High 

Low 

High 

Low 

Second Quarter .... 

... .10 

.10 

First quarter 

$12,750 

$10,125 

$15,250 

$ 9.250 

Third Quarter .... 

... .10 

.10 

Second quarter 

11.125 

8.750 

1 6.875 

13.125 

Fourth Quarter .... 

... .10 

.10 

Third quarter 

10.875 

9.625 

15.125 

9.375 

Total. 

. . . $.40 

$.40 

Fourth quarter 

11.750 

9.875 

11.875 

9.500 
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Management’s Discussion and Analysis of the Summary of Operations 


In response to the requirement of the Securities and 
Exchange Commission, the Company is setting forth below 
a textual explanation of "material" year-to-year changes 
in the components of the Summary of Operations; in each 
case comparison is made between 1976 operations and 
1975 operations or between 1975 and 1974 operations. 

Net sales increased 4.3% in 1976, a year marked by 
a highly competitive situation in the Company's Southern 
Ohio Division and a price war in Southern California, 

• which tended to offset sales gains registered in other areas. 
The Average Food at Home segment of the Consumer 
Price Index increase of 2.9% in 1976 was virtually offset 
by the fact that the Company reported 53 weeks of volume 
in 1975. Net sales increased 23.1% in 1975 as a result of 
escalation of the Consumer Price Index, opening of new 
stores, and greater penetration of the Company's existing 
markets. 

Other income-net increased $264,000 in 1976. The 
principal differences were in additional interest income 
generated through the short-term investment of the 
Company's funds, favorable settlement of a sales tax 
matter, and the inclusion of Kanco Associates, Inc., 
wholesaling profits; these items were partially offset by 
the final settlement in 1976 of two 1975 fire loss claims. 

In 1975, Other income-net increased $813,000; the major 
factors comprising this change were an increase in gains 
on the sale of fixed assets, an increase in rental income 
from leased departments (Chicago bakery operation), and 
the exclusion of certain non-recurring 1974 expenses. 

Cost of merchandise sold, which includes the cost of 
purchased and manufactured products and all ware¬ 
housing and distribution costs, decreased 1.5% in 1976 as 
a percent of sales (1976 — 76.7%, 1975 — 78.2%), and 
increased .1% in 1975 as a percent of sales (1975 — 78.2%, 
1974 — 78.1%). All major divisions except Southern 
California registered a marked improvement in their 
gross margins in 1976. 


Selling, general and administrative expenses increased 
1.6% in 1976 as a percent of sales; the major factor (50%) 
contributing to this escalation was increased labor and 
fringe benefit costs, resulting primarily from union 
contractual increases not fully offset by productivity 
gains; other contributing factors were special promotions 
instituted in the second quarter of 1976 that continued 
throughout the year, and increases in store fixed costs — 
specifically depreciation, utilities, and rent. Selling, general 
and administrative expenses increased .3% in 1975 as 
a percent of sales; the primary reasons were rising utility 
costs, and payroll taxes caused by additional employees 
and government rate increases such as FICA tax. 

Interest expense decreased $575,000 (6.5%) in 1976. 
The decrease was principally due to the reduction in 
short-term interest paid to banks and the early payment 
of a $10,000,000 term loan. The increase in Interest 
expense in 1975 of $2,639,000 represents the full-year 
effect of 1974 long-term borrowings, additional long-term 
debt in 1975, and a higher average level of short-term 
borrowings. 

Changes in the effective tax rates from 45.4% in 1974 
to 42.7% in 1975 and to 43.4% in 1976 are due in part to 
varying amounts of investment tax credits used (1974 — 
$1,773,000, 1975 - $2,047,000, 1976 — $1,275,000). 

These varying investment credit amounts had the effect of 
subtracting from the normal federal tax provision of 48% 
by the following percentages: 1974 — 7.7%, 1975 — 9.6%, 
1976 — 5.6%. In January, 1975, the investment tax credit 
was increased from 7% to 10%. 

The Company experienced an aggregate increase of 
$25,409,000 ($11,732,000 — 1976, $13,677,000 — 1975) in 
taxes other than income taxes, advertising, depreciation, 
repairs and maintenance, and rental expense. Major 
portions of the 1976 increase were attributable to increased 
advertising costs (57.2%) and increased payroll taxes 
(17.0%). The 1975 change was equally spread between 
the components of payroll taxes, rent, depreciation, and 
advertising. 
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Profiles of Fisher Foods’ Divisions 


Northern Ohio: Fazio’s 

Charles W. Fazio, President 

Market area extends from the counties east and west of Cleveland south through 
Akron-Canton to Youngstown. Fisher stores in this market: 64; average store 
size: 32,000 sq. ft. Support facilities include grocery warehouse and distribution 
center, produce terminal, meat commissary and offices and total 917,000 sq. ft. 

Southern Ohio: Fazio’s 

Milton H. Kantor, General Manager 

Market area extends from Mansfield through Columbus to Cincinnati and 
northern Kentucky, including Dayton and Springfield. Fisher stores in this 
market: 23; average store size: 26,000 sq. ft. Stores in this division are supplied 
from the Northern Ohio Division's support facilities. 

Chicago: Dominick’s Finer Foods 

Dominick DiMatteo, Jr., President 

Market area is concentrated in greater Chicago, extending into northern Illinois. 
Fisher stores in this market: 63; average store size: 31,200 sq. ft. Support 
facilities include grocery warehouse and distribution center, frozen food 
commissary, delicatessen kitchens and offices and total 753,000 sq. ft. 

California: Fazio’s 

Marshall J. Italiano, President 

Market area is concentrated in Los Angeles and Orange counties, extending 
into adjacent areas of southern California. Fisher stores in this market: 47; 
average store size: 29,700 sq. ft. Support facilities include grocery warehouse 
and distribution center, produce terminals, and offices and total 411,000 sq. ft. 

Pittsburgh: Claber’s 

Harold Feldman, General Manager 

In addition to its food retailing operations, Fisher Foods owns eight Claber 
junior discount department stores in Greater Pittsburgh. Average store size: 
23,000 sq. ft. Administratively the Claber stores are part of Fisher's Northern 
Ohio Division. 


Fisher Foods also owns five manufacturing and processing operations, which 
supply their products to Fisher stores and also sell directly within their market 
areas. These operations are Eagle Ice Cream Company, Cleveland, Ohio; Prestige 
Donut Company, Cincinnati, Ohio; Omar Bakeries, Inc., Columbus, Ohio; 
Fazio's Feren Fruit Basket Company, Cleveland, Ohio; and Ludwig Dairy, 
Chicago, Illinois. 
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Store Data by Division 



Stores 

Stores 

Total Stores 

Total Store 

Average Store 

Division 

Opened 

Closed 

Yearend 

Square Footage 

Square Footage 


Northern Ohio 


1973 

2 

7 

63 

1,767,022 

28,000 

1974 

6 

4 

65 

1,939,025 

29,800 

1975 

4 

4 

65 

2,025,064 

31,200 

1976 

2 

3 

64 

2,046,793 

32,000 


Southern Ohio 


1973 

4 

1 

18 

435,813 

24,200 

1974 

2 

0 

20 

495,858 

24,800 

1975 

3 

0 

23 

588,716 

25,600 

1976 

2 

2 

23 

597,468 

26,000 


Chicago 


1973 

6 

1 

52 

1,357,320 

26,100 

1974 

9 

1 

60 

1,662,542 

27,700 

1975 

6 

3 

63 

1,845,172 

29,300 

1976 

2 

2 

63 

1,966,492 

31,200 


California 


1973 

0 

4 

42 

1,050,229 

25,000 

1974 

2 

1 

43 

1,105,059 

25,700 

1975 

4 

2 

45 

1,246,411 

27,700 

1976 

4 

2 

47 

1,394,851 

29,700 


TOTALS 


1973 

12 

13 

175 

4,610,384 

26,300 

1974 

19 

6 

188 

5,202,484 

27,700 

1975 

17 

9 

196 

5,705,363 

29,100 

1976 

10 

9 

197 

6,005,604 

30,500 
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Percentage Growth Percentage Growth 

Fisher Foods' Sales Compared with Fisher Foods’ Sales Compared with 

All U.S. Retail Sales All U.S. Retail Grocery Sales 


■ Fisher ■ Fisher 

| US ■ US 


Percentage Growth 

Fisher Foods’ Earnings Share Compared with 
the U.S. Supermarket Industry Median 

Each increment-the Five-year Average 

■ Fisher 

■ US 


200 % 





Source-Department of Commerce 


Source-Progressive Grocer 


Source-Forbes latest fiscal year 
available at time of publication 


Fisher Foods’ Fisher Foods’ Fisher Foods’ 

Property, Plant & Equipment (Net) Return on Sales Return on Shareholders’ Equity 

Compared with Long-Term Debt 

(millions of dollars) 

■ PPE 

■ Debt 



72 73 74 75 76 72 73 74 75 76 72 73 74 75 76 
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FISHER FOODS, INC. AND SUBSIDIARIES 


Statement of Consolidated Income 


Fiscal Year Ended 



January 1, 

January 3, 


1977 

1976 

Net sales. 

. . . $1,442,546,000 

$1,383,671,000 

Other income—net. 

. . . 3,564,000 

3,300,000 


1,446,110,000 

1,386,971,000 

Costs and expenses: 

Cost of merchandise sold. 

. . . 1,106,581,000 

1,082,431,000 

Selling, general and administrative. 

. . . 308,678,000 

274,381,000 

Interest . 

. . . 8,219,000 

8,794,000 


1,423,478,000 

1,365,606,000 

Income before Income Taxes .... 

. . . 22,632,000 

21,365,000 

Income taxes—Notes A and F. 

. . . 9,819,000 

9,113,000 

Net Income. 

... $ 12,813,000 

$ 12,252,000 

Net income per Common Share—Note A: 

Primary. 

. . . $2.04 

$1.96 

Fully diluted. 

. . . 1.81 

1.77 


See notes to consolidated financial statements. 


FISHER FOODS, INC AND SUBSIDIARIES 

Fiscal Years Ended January 1, 1977 and January 3, 1976 

Statement of Consolidated Shareholders’ Equity 


Number of 

Preferred Common Common Retained 

Stock _ Shares _ Shares _ Earnings 

Balance at December 28,1974 . . . $2,570,000 6,163,368 $21,242,000 $42,594,000 

Additional shares issued upon 

acquisition of Kanco Associates, Inc. 
accounted for as a pooling of 


interests—Note I. 57,497 55,000 

Net income for 1975 . 12,252,000 

Dividends: 

Cash—$.40 a share on Common 
Shares, $5 a share on 

Preferred Stock. (2,593,000) 

Additional shares issued upon 

exercise of stock options.. . 376 _ 4,000 _ 

Balance at January 3,1976 .$2,570,000 6,221,241 $21,301,000 $52,253,000 

Net income for 1976 . 12,813,000 

Dividends: 

Cash—$.40 a share on Common 
Shares, $5 a share on 

Preferred Stock. (2,594,000) 

Additional shares issued upon 

exercise of stock options .... 100 _ 1/000 _ 

Balance at January 1,1977 .$2,570,000 6,221,341 $21,302,000 $62,472,000 


See notes to consolidated financial statements. 
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FISHER FOODS, INC. AND SUBSIDIARIES 


Consolidated Balance Sheet 


January 1, January 3, 

1977 1976 


ASSETS 


Current Assets 


Cash. $ 24,673,000 

Trade accounts receivable. 9,362,000 

Inventories—Note A. 112,098,000 

Prepaid expenses. 5,965,000 

Total Current Assets 152,098,000 


Investment and Other Assets 

Investment and notes receivable—Note B. 5,913,000 

Other assets. 4,584,000 


10,497,000 


Property, Plant and Equipment 

On the basis of cost—Note D 

Land. 10,404,000 

Buildings. 36,131,000 

Fixtures and equipment. 128,018,000 

174^553,000 

Less allowances for depreciation. 58,386,000 

116,167,000 

Leasehold improvements, less amortization .... 18,127,000 

134,294,000 


$296,889,000 


$ 21 , 265,000 
8 , 266,000 
105 , 076,000 
4 , 895,000 
139 , 502,000 


6 , 241,000 

6 , 030,000 

12 , 271,000 


7 , 634,000 

32 , 090,000 

123 , 114,000 

162 , 838,000 

52 , 399,000 

110 , 439,000 

17 , 425,000 

127 , 864,000 


$ 279 , 637,000 
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January 1, 
1977 


January 3, 
1976 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


Current Liabilities 


Notes payable to banks—Note C. 

Trade accounts payable. 

Accrued expenses. 

State and local taxes. 

Income taxes—Notes A and F. 

Current portion of long-term debt—Note D. 

Total Current Liabilities 

74,472,000 

16,833,000 

6,663,000 

6,583,000 

3,852,000 

108,403,000 

$ 8,125,000 

58,676,000 
14,879,000 
7,399,000 
2,223,000 
656,000 
91,958,000 

Long-Term Debt—Note D. 

89,079,000 

100,168,000 

Deferred Income Taxes—Note F. 

9,334,000 

7,508,000 

Reserve for Employees' Retirement—Notes A and G . . . . 

3,729,000 

3,879,000 

Shareholders' Equity 

Capital stock—Note E: 

Preferred Stock. 

Common Shares. 

Retained earnings—Note D. 

2,570,000 

21,302,000 

62,472,000 

86,344,000 

2,570,000 

21,301,000 

52,253,000 

76,124,000 

Commitments—Note H 




$296,889,000 

$279,637,000 


See notes to consolidated financial statements. 
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FISHER FOODS, INC AND SUBSIDIARIES 


Statement of Consolidated Changes in Financial Position 


Fiscal Year Ended 



January 1, 

1977 


January 3, 
1976 

Source of Funds 

Net income 

Add expenses not requiring working 
capital in the current period: 

$ 12,813,000 

$ 

12,252,000 

Depreciation and amortization—Note A . . . 

. . 14,841,000 


13,465,000 

Noncurrent deferred taxes. 

. . 1,826,000 


2,423,000 

Total from Operations. 

. . 29,480,000 


28,140,000 

Additions to long-term debt. 

. . 3,166,000 


17,007,000 

Property disposals—net. 

. . 2,243,000 


6,733,000 

Refund of deposits. 

Portion of notes receivable which 

. . 1,667,000 


—0— 

became current during the year. 

. . 328,000 


327,000 

Issuance of Common Shares—Kanco. 

. . —0— 


55,000 

Use of Funds 

Payments on long-term debt, including portion 

$ 36,884,000 

$ 

52,262,000 

which became current during the year. 

. . $ 14,255,000 

$ 

475,000 

Expenditures for property, plant and equipment . . . 

. . 23,514,000 


31,521,000 

Cash dividends. 

. . 2,594,000 


2,593,000 

Tax deposit as required by state statute. 

. . —0— 


1,570,000 

Funding of past service pension liability. 

. . 150,000 


138,000 

Other—net. 

. . 220,000 


42,000 

Increase (decrease) in working capital. 

. . (3,849,000) 


15,923,000 


$ 36,884,000 

$ 

52,262,000 

Increase (Decrease) in Working Capital 

Cash. 

$ 3,408,000 

$ 

1,867,000 

Trade accounts receivable. 

. . 1,096,000 


(374,000) 

Inventories. 

. . 7,022,000 


537,000 

Prepaid expenses. 

, . 1,070,000 


1,213,000 

Notes payable to banks. 

. . 8,125,000 


1,875,000 

Trade accounts payable. 

(15,796,000) 


10,448,000 

Accrued expenses. 

(1,954,000) 


(2,410,000) 

State and local taxes. 

. . 736,000 


(139,000) 

Income taxes. 

(4,360,000) 


3,066,000 

Current portion of long-term debt. 

(3,196,000) 


(160,000) 

Increase (Decrease) in Working Capital . . . 

$ (3,849,000) 

$ 

15,923,000 


See notes to consolidated financial statements. 
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FISHER FOODS, INC. AND SUBSIDIARIES 

Fiscal Years Ended January 1 , 1977 and January 3,1976 


Notes to Consolidated Financial Statements 


Note A—Summary of Significant Accounting Policies 

Principles of Consolidation: The consolidated financial 
statements include the accounts of the Company and its 
subsidiaries. All material intercompany accounts and 
transactions have been eliminated. 

Inventories: Inventories are stated at the lower of cost 
(first-in, first-out) or market, including store inventories 
that are calculated by the retail method. 

Depreciation: Depreciation and amortization of property, 
plant and equipment is computed by the straight-line 
method over the estimated useful lives of the assets for 
financial reporting purposes. Accelerated depreciation 
methods are used for income tax purposes. 

Pre-Opening Costs: Store pre-opening costs are charged to 
expense as incurred. 

Income Taxes: The investment tax credit is applied as 
a reduction of the provision for income taxes in the year 
the related property is placed in service. 

Pension and Retirement Plans: The Company provides for 
retirement benefits for substantially all of its employees 
through a Company pension plan, a subsidiary's profit- 
sharing plan, and various union-administered retirement 
plans. Pension costs under the Company plan include 
normal costs and interest on unfunded past service cost. 
Retirement costs under the subsidiary's profit-sharing 
plan and the union-administered plans are based on stipu¬ 
lated rates. The reserve for employees' retirement benefits 
is charged for the funding of past service liability. 

Net Income per Common Share: Primary net income per 
Common Share is computed by dividing net income less 
preferred stock dividends by the average number of 
Common Shares outstanding during the period. 


Fully diluted net income per Common Share is computed 
as above and also assumes conversion of the Convertible 
and Exchangeable Subordinated Debentures into Common 
Shares and elimination of related interest expense, net of 
income tax, as well as the assumed issuance of additional 
Common Shares under outstanding stock option plans 
using the "treasury stock" method. 

Reclassification: Certain amounts for the year ended 
January 3,1976, are reclassified to conform with current 
year classifications. 

Note B—Investment and Notes Receivable 

Investment and notes receivable includes the Company's 
$5,000,000 (at cost) investment in the Convertible Pre¬ 
ferred Stock (not a marketable security) and notes receivable 
of $913,000 (1975—$1,241,000) from Orange-co, Inc. 

Note C—Short-Term Borrowings 

Under the terms of the Company's 9V2% senior promis¬ 
sory notes, the Company is permitted a maximum of 
$15,000,000 of short-term debt. The Company has line of 
credit arrangements with various banks; three of these 
arrangements require the maintenance of compensating 
balances. These compensating balances were immaterial 
during 1976 and 1975 and at each yearend. 

Short-term borrowings were insignificant throughout 
1976. The highest short-term borrowings at any month 
end in 1975 was $13,000,000. The daily average borrow¬ 
ings (total of daily outstanding principal divided by 371) 
during 1975 was $7,407,000. The weighted average interest 
rate (actual interest expense divided by average short-term 
debt outstanding) during 1975 was 9.74%. 
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Notes continued 


Note D—Long-Term Debt 

January 1, January 3, 
1977 1976 


9 V 2 % Senior promissory notes to 
insurance companies—$2,700,000 
due annually commencing 

December 15, 1977 . 

$27,000,000 

$ 27,000,000 

9 V 2 % Senior promissory notes 

to insurance companies—$1,500,000 
due annually commencing 

July 15, 1980 . 

15,000,000 

15,000,000 

7% Mortgage note to insurance 
company secured by certain land 
and building—$79,000 due quar¬ 
terly including interest ($181,000 
in 1977 and $188,000 in 1976) with 
balance due in 1989 . 

2,541,000 

2,672,000 

Real estate mortgages, equipment 
purchase notes, and unsecured notes 
to banks and others, payable in 
varying amounts to 1991 at interest 
rates ranging from 4.0% to 10.0% . 

11,298,000 

8 , 688,000 

Capitalized lease obligations 

(industrial revenue bonds) payable 
in varying amounts to 1993 at 
interest rates ranging from 

6 . 0 % to 8 . 6 %. 

3,545,000 

3,670,000 

Term bank loan paid June 1976— 
at interest varying with 
the p e rate. 


10 , 000,000 

6 V 2 % Convertible Subordinated 
Debentures—$900,000 due annually 
commencing June 1,1979 .... 

18,000,000 

18,000,000 

Notes payable at interest rates 
ranging from 7.5% to 8.5% 
acquired from Kanco paid 
first quarter 1977 . 

547,000 

794,000 

8 % % Exchangeable Subordinated 
Debentures—due 1984 . 

15,000,000 

15,000,000 


92,931,000 

100,824,000 

Less amounts due within one year 
included in current liabilities . . 

3,852,000 

656,000 

TOTALS. 

$89,079,000 

$100,168,000 

The average rate of interest on the Company's 

long-term 


debt was 8.42% at January 1,1977. 

At January 1,1977, certain property, plant and equipment 
with an aggregate net book value of $20,717,000 was 
pledged to secure real estate mortgage notes, equipment 
purchase notes, and industrial revenue bonds. 

The 6 V 2 % Convertible Subordinated Debentures due 
June 1,1994, are convertible into Common Shares of the 
Company at $26.81 per share, subject to antidilution 
provisions, and accordingly 671,391 Common Shares have 


been reserved for future conversion. The debentures may 
be redeemed at the Company's option at 104.2% of par 
through June 1 , 1977, and at decreasing percentages 
of par thereafter. 

The 8 3 A % Exchangeable Subordinated Debentures due 
June 15, 1984, are exchangeable into Common Shares 
of the Company at $ 20.00 per share, subject to antidilution 
provisions, and accordingly 750,000 shares have been 
reserved for conversion. The debentures may be redeemed 
at the Company's option after certain conditions are met 
at 102 % of par through June 15,1977, and at decreasing 
percentages of par thereafter. 

Terms of the promissory note agreement, the Convertible 
Subordinated Debenture Indenture, and the Exchangeable 
Subordinated Debentures include, in addition to others, 
covenants relative to payments for acquisition of capital 
stock of the Company and of dividends other than stock 
dividends. Approximately $32,403,000 of retained earnings 
were available for such payments at January 1,1977. 

Note E—Capital Stock 

NUMBER OF SHARES 
January 1,1977 



Authorized 

Outstanding 4 

Reserved 

Preferred Stock— 

$5 cumulative, without 
par value; redeemable 
at $105 a share, stated 
at the involuntary 
liquidation price—no 
change in either year . 

27,000 

25,700 

—0— 

Serial Preferred 

Stock—no change in 
either year. 

500,000 

—0— 


Common Shares— 

without par value . . . 

15,000,000 

6,221,341 

1,733,363 


*Outstanding shares are stated after deducting shares in 
treasury of 800 Preferred and 7,323 Common. 


Under the Company's stock option plan, the Company 
may grant options to officers and other key employees 
to purchase Common Shares at the fair market value at 
date of grant. Options become exercisable after one year 
from date of grant in varying proportions and expire 
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five years from date of grant. Information as to shares 
under option follows: 


Option Price 
Shares per Share 

Outstanding at December 28,1974 . . . 206,173 10.63 to 19.59 

Granted. 36,725 10.00 to 14.88 

Exercised. 376 10.63 

Cancelled. 15,380 10.63 to 16.17 

Outstanding at January 3,1976 .... 227,142 10.00 to 19.59 

Granted. 14,900 10.25 to 11.00 

Exercised. 100 10.63 

Cancelled. 71,571 10.63 to 19.59 

Outstanding at January 1 , 1977 .... 170,371 10.00 to 19.59 

Exercisable. 106,703 10.00 to 19.59 

Available for future grants.141,601 


Note F—Income Taxes 

Income taxes consist of the following: 

1976 1975 


Current Deferred Current Deferred 

Federal. $7,795,000 $723,000 $5,466,000 $2,154,000 

State and local. . . 1,047,000 254,000 1,131,000 362,000 

TOTALS. $8,842,000 $977,000 $6,597,000 $2,516,000 


Deferred income taxes result principally from differences 
in reporting depreciation expense for financial statements 
and taxes. 

The reasons for the differences between total income tax 
expense and the amount computed by applying the 
statutory federal income tax rate of 48% to income before 
taxes are as follows: 

1976 1975 

48% of pre-tax income.$10,863,000 $10,339,000 

Plus state and local income taxes, 

net of federal tax benefits. 677,000 776,000 

Less investment tax credit. (1,275,000) (2,047,000) 

Other items. (446,000) 45,000 

TOTALS.$ 9,819,000 $ 9,113,000 


Note G—Pension Plan 

Total pension and retirement costs amounted to $10,010,000 
(1975—$8,764,000). The increase was principally attribu¬ 
table to increases in contribution requirements under union 
plans and in the number of employees. Vested benefits 
exceeded fund assets and balance sheet accruals as of the 
latest valuation date by approximately $1,700,000. The 
unfunded past service liability approximated $3,400,000 
at the latest valuation date. 

The Company's policy is to fund the minimum amount 
required by the Employee Retirement Income Security Act 


of 1974; however, during 1976 the Company prefunded 
$850,000 of the required 1977 pension contribution. 

Note H—Leases 

The Company's retail operations are conducted principally 
in leased premises. Lease expense, relating principally 
to retail stores and related equipment, is summarized as 
follows: 


Fiscal Year Ended January 1,1977 


Financing 

Operating 


Leases 

Leases 

Total 


Minimum rentals . . 

Contingent rentals . . 

TOTALS .... 

. . $12,272,000 

. . 1,305,000 

$3,166,000 

652,000 

$15,438,000 

1,957,000 

. . $13,577,000 

$3,818,000 

$17,395,000 

Fiscal Year Ended January 3,1976 


Financing 

Operating 



Leases 

Leases 

Total 

Minimum rentals . . 

. . $11,659,000 

$2,562,000 

$14,221,000 

Contingent rentals . . 

. . 1,567,000 

704,000 

2,271,000 

TOTALS .... 

. . $13,226,000 

$3,266,000 

$16,492,000 


Contingent rentals are generally based on sales of certain 
retail stores. Most lease contracts also contain provisions 
that allow the Company the option to extend the term 
for specified periods. 

Minimum rentals under noncancellable leases at January 
1,1977, for the indicated fiscal periods were as follows: 


Financing Operating 
Leases Leases Total 

1977 .$ 13,922,000 $1,961,000 $ 15,883,000 

1978 13,539,000 1,845,000 15,384,000 

1979 13,124,000 1,550,000 14,674,000 

1980 12,706,000 980,000 13,686,000 

1981 12,374,000 790,000 13,164,000 

1982-1986 56,451,000 1,758,000 58,209,000 

1987-1991 48,861,000 823,000 49,684,000 

1992-1996 . 31,804,000 —0— 31,804,000 

Remainder. 12,598,000 —0— 12,598,000 

Totals.$215,379,000 $9,707,000 $225,086,000 


The aggregate present values of noncapitalized financing 
leases computed by utilizing weighted average interest 
rates of 7.2% and 6.8% in 1976 and 1975, respectively, 
resulting from interest rates ranging from 3.0% to 10.0%, 
were $96,185,000 and $84,387,000 at January 1,1977, 
and January 3, 1976, respectively. 

If the financing leases had been capitalized, and the lease 
rights had been amortized on a straight-line basis, and 
interest expense had been recognized based on the out¬ 
standing lease liability, net income for fiscal years 1976 and 
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Notes continued 


1975 would have been $12,020,000 and $11,598,000 ($1.91 
and $1.85 primary net income per Common Share), 
respectively. 

Note I—Acquisition 

On December 31, 1976, the Company acquired all the 
outstanding stock of Kanco Associates, Inc., a grocery 
retailer, incorporated July 26,1975, in exchange for 57,497 
of the Company's Common Shares. This transaction has 
been accounted for as a pooling of interests and, accord¬ 
ingly, periods prior to the acquisition have been restated 
to include Kanco. The effect of this transaction was to 
increase net income in fiscal 1976 by $204,000 ($.03 per 
share) and decrease net income in fiscal 1975 by $174,000 
($.03 per share). 

Note J—Summary of Quarterly Results of Operations 

(Unaudited) 

The following is a summary of unaudited quarterly results 
of operations for the fiscal year ended January 1 , 1977: 

Quarter Ended 

March 27, June 19, October 9, January 1, 
1976 _ 1976 _ 1976 _ 1977 

(Thousands of dollars omitted, except per share data) 


Net sales .... 

. $322,618 

$333,716 

$434,511 

$351,701 

Gross profit. . . 

71,013 

74,494 

103,170 

87,288 

Net income . . . 

1,681 

3,382 

3,820 

3,930 

Net income per 





Common Share: 





Primary . . 

.27 

.54 

.61 

.63 

Fully diluted . 

.25 

.47 

.54 

.55 


Quarterly results as previously reported in the Company's 
quarterly reports differ from the above amounts because 
of the acquisition of Kanco Associates, Inc., as more fully 
described in Note I. 

Note K—Asset Replacement Cost (Unaudited) 

The impact of inflation on the Company's merchandising 
costs is insignificant because of the rapid inventory turnover. 

Replacing items of building, fixtures, and equipment with 
assets having equivalent marketing capacity has usually 
required a substantially greater capital commitment than 
was required to acquire the assets that are being 
replaced. The additional capital commitment principally 
reflects the cumulative impact of inflation on the long-lived 
nature (approximately 10 years for fixtures and equipment 
and 25 years for buildings) of these assets. 

The Company's annual report on Form 10-K (a copy of 
which is available upon request) contains specific informa¬ 
tion with respect to fiscal year-end 1976 replacement cost 
of inventories and marketing capacity (generally buildings, 
equipment, and fixtures), and the approximate effect 
which replacement cost would have had on the computa¬ 
tion of cost of sales and depreciation expense for the year. 


Report of Ernst & Ernst, Independent Auditors 


Shareholders and Board of Directors 
Fisher Foods, Inc. 

Cleveland, Ohio 44146 

We have examined the consolidated balance sheet of Fisher 
Foods, Inc. and subsidiaries as of January 1 , 1977, and 
January 3,1976, and the related statements of consolidated 
income, shareholders' equity and changes in financial 
position for the fiscal years then ended. Our examinations 
were made in accordance with generally accepted auditing 
standards and, accordingly, included such tests of the 
accounting records and such other auditing procedures as 
we considered necessary in the circumstances. 


In our opinion, the financial statements referred to above 
present fairly the consolidated financial position of Fisher 
Foods, Inc. and subsidiaries at January 1, 1977, and 
January 3,1976, and the consolidated results of their oper¬ 
ations and changes in their financial position for the fiscal 
years then ended, in conformity with generally accepted 
accounting principles applied on a consistent basis. 


Cleveland, Ohio 
February 16, 1977 
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John L. Dampeer* 
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